ABSTRACT
INTRODUCTION
he practice of accountancy requires extensive initial study and continuous education in an environment that is ever changing and time demanding. In most organizations, accountants are among the more highly salaried professionals. The term salary, as opposed to compensation, is generally perceived to be a regular fixed payment by an organization to an individual for rendered services. Compensation, on the other hand, is generally defined as the sum of an employee's salary plus bonus and employer paid benefits.
During the 1960's, Congress enacted a series of laws impacting salaries (wages). The first of these laws, the Equal Pay Act of 1963 (29 U.S.C.S. § 206) protects both men and women against sex-based salary (wage) discrimination for those employees who perform equal --or substantially equal--work in the same organization. The Equal Employment Opportunity Commission is charged with enforcing these laws.
In its 1981 decision County of Washington v. Gunther (452 U.S. 161), the United States Supreme Court ensured the right for salary grievances to be brought to court. These events led to a proliferation of so-called "gender research" involving differentials in pay between men and women (Blau and Kahn, 2000; MacPherson and Hirsch, 1995; Wood, Corcoran, and Courant, 1993) . This research stream has generated a number of explanatory variables associated with salary level.
The above legislation is intended to protect women and minorities in the workplace from salary discrimination. From a practical viewpoint, equitable pay is a common-sense strategy. Different salary schedules for accountants having the same status and performing the same work is not only illegal but invites poor morale, sloppy work, and employee turnover (Sheely, 2001; Lanier and Tanner, 1999) . These possible consequences are costly. Responsible management should be conscious of key salary determinants such as education, training, and experience as well as demonstrated performance. In essence, salary policies and processes should be periodically reviewed to ensure equitable pay among each hierarchical employment classification. This paper empirically investigates the determinants of salary among a group of professional employees known as enterprise accountants. The term enterprise accountant refers to accountants employed by industry, government agencies, or philanthropic organizations. The objective of this research is to identify significant salary determinants for these employees in light of their managerial status. Although enterprise accountants comprise by far the largest group of accounting practitioners, most salary research concerning accounting professionals has concentrated on the public side of the profession (Brennan and Nolan, 1998; Schaefer and Peluchette, 1994; Hooks and Cheramy, 1989 ).
In the following sections of this paper, research variables are identified, hypotheses are developed, and our research methodology is described. This is followed by data analysis and results. Implications of the results are then identified and future research directions are suggested.
BACKGROUND
Enterprise or managerial accountants make up 90 percent of all practicing accountants today (Becker Conviser, 2004) . By contrast, accounting research tends to focus upon public practice. For the general populace, public accountants are primarily associated with the attestation (auditing) function and the preparation of income tax returns. Most people associate the credential of Certified Public Accountant (CPA) with public accounting.
Since many accounting graduates begin their careers with public accounting firms, academic researchers, given their professional contacts, often focus their research efforts upon the public accounting profession. However, after a period of five to seven years, most of these professional employees leave public accounting and move to private industry (Becker Conviser, 2004) . The experienced gained while employed in public practice often results in higher-paying positions and a less hectic lifestyle. As 67 percent of accounting graduates are initially employed by industry or non-profit organizations (Becker Conviser, 2004) , one can readily see that the vast majority of accountants practice enterprise or management accounting.
The general duties of public and enterprise accountants are vastly different. Enterprise accountants perform duties ranging from payroll preparation to strategic management. In general, enterprise accountants are responsible for generating organizational financial statements, developing and interpreting information for internal decision-making and helping safeguard assets.
The organizational structure of professional staff in both public and private accounting revolves around the major categorical types of services provided. For example, the accounting staff of a regional manufacturing firm is typically organized around the external reporting, tax, internal audit, information systems, planning/budgeting, and cost accounting functions. For a small business, one accountant may perform all functional duties. However, as an organization expands in scope, enterprise accountants become more specialized in their responsibilities. A typical hierarchical arrangement might include the following non-management positions: junior staff, staff, senior staff, and analyst. Management positions typically include: chief functional accountant, assistant controller, controller, and chief financial officer.
PURPOSE OF STUDY
Although salary is an important issue for both employers and employees, relatively little research has been conducted to explore the determinants of salary for enterprise accountants. This paper examines the relationship between the salaries of these accountants in light of their managerial status. Three hypotheses, using different combinations of explanatory variables --based on prior research and a priori reasoning--are tested. These hypotheses will be explored using productivity-enhancing and work-related variables.
Salary research within the accounting profession typically analyzes pay differentials between men and women. (Hardin, Reding, and Stocks, 2002 ; Hunton, Neidermeyer, and Wier, 1996; Schaefer and Zimme,r 1995; Cato and Buchannan, 1987) While, intuitively, there should be a gap between the salaries of managerial and nonmanagerial employees, our research examines the explanatory variables of salary for each of these two groups.
STUDY JUSTIFICATION
This research is important for several reasons. First, our sampling population is strictly enterprise (management) accountants. As noted above, most accounting salary research focuses upon public accountants or a mixed combination of public and enterprise accountants. Second, this research highlights the relationship between salary and managerial status. Prior research has used the hierarchical position of responsibility of enterprise accountants as an explanatory variable (Hunton, Neidermeyer and Wier et al., 1996) . Third, this research investigates gender-based salary differences using different and distinct explanatory variable sets involving managerial and nonmanagerial status.
THEORETICAL FRAMEWORK
Mincer's (1958) human capital theory (HCT) of income distribution forms the theoretical underpinnings for this study. This theory revolves around the notion that individual decisions to invest in productivity-enhancing activities (endowments) will cause salaries (wages) to differ in a systematic fashion across individual members of an organization (Malkiel and Malkiel, 1973; Polachel, 1995) . Mincer modeled the concept such that an individual's gross annual wage is a function of 1) the annual wage that would be received in the absence of any human capital investment plus 2) an assumed rate of return on such investment times the cost of the investment itself. Mincer's work, later expanded by Becker and Chriswick (1966), indicates that an individual's salary will, over time, rise --but at a decreasing rate--to yield a concave earnings profile as the value of the employee's investment in knowledge and skills decays and ultimately becomes obsolete over his (or her) lifetime.
Human capital theory emphasizes that an individual's voluntary choices impact skills, knowledge, and thus productivity. The consequences of one's choices are in essence the determinants of one's salary (wage). For example, if an individual changes career paths every five years, he (or she) will dissipate at least some capital collected over that particular time span. If an individual chooses not to earn a college degree, his (or her) human capital will generally be less than those with such degrees. If an individual chooses to have voluntary career interruptions, his (or her) human capital stock should be less than those with continuous employment.
In addition, an individual skills and knowledge presumably affect his (or her) productivity. A less-productive employee will presumably earn a lower salary (wage) than a more-productive employee. Human capital theorists view this consequence as the law of the market place. In essence, HCT accentuates the consequences of an individual's choices and implies that the level of one's salary is based on the amount of human capital he (or she) provides to an employer.
RELEVANT PRIOR RESEARCH
In 1972, women accounted for only 10% of the accounting graduates from American colleges and universities (Hardin, Reding, and Stocks, 2002) . Today, women outnumber men in bachelor degree programs in the United States (Walsh and Young, 1992; Collins, 1993). In addition, over 50% of "new hires" in public accounting are women (Stanko and Schneider, 1999) .
Salary research within the accounting profession has concerned itself almost exclusively with analyzing pay differentials between men and women. This vein of research reports a gender-based salary gap of 20-30% (Hunton, Neidermeyer, and Wier, 1996; Hardin, Reding, and Stocks et al., 2002; Schaefer and Zimmer, 1995) . Explanations for such findings include 1) disproportional representation by women in middle and lower organizational echelons, 2) less experience due to career interruptions, and 3) sociological factors (Pierce-Brown et al., 1998).
Using human capital theory, in a study of Chartered Accountants in Britain, Smithson, Lewis, Cooper and Dyer (2004), investigated the effect of flexible working arrangements upon salary. Their findings indicated that women chartered accountants involved in flexible work arrangements reduced their human capital and, consequently, earned lower salaries. Men were found to defer flexible working arrangements until a late stage of their careers. In the same vein, Richardson (1996) , in a study of female accountants in the UK, found that women accountants were more likely to choose a slower career path --when compared to their male counterparts--that affected their current and future salaries. Brennan and Nolan (1997) , in a study of Irish Chartered Accountants, found that experience accounted for a major portion of explained variance. This variable accounted for 75 percent of the total unstated explanatory power of their model. Regression was used to explore gender salary differentials with other explanatory variables including level of responsibility (hierarchical position), type of employment contract, firm size, and industry classification.
Pillsbury, Capozzoli, and Ciampa (1989) compiled literature categorizing gender studies in the accounting profession. At that time, compared with their male counterparts, women experienced 1) slower advancement to the upper echelons of public accounting; and 2) higher turnover, particularly in upper management. Both genders reported leaving public accounting for similar reasons: better opportunities, less-restricted advancement, and shorter work hours.
Cao, Lynn, and Horn (1998) examined gender based salary differentials using regression with decomposition procedures to analyze a hypothesized earnings gap in both initial and current salaries for female and male accountants. Their analysis concluded that females earn a lower rate of return on their investment at both the initial and current earning levels. For example, at the initial employment stage, females on average, had a significantly higher grade point average but received only comparatively equal starting salaries when compared to those of their male counterparts. However, with time, female endowments purportedly decreased because organizational networks excluded women resulting in less desirable --or significant--work assignments. Consequently, as time passes, females are discouraged from making human capital investments resulting in weakened endowments or skill sets therefore translating into lower salaries.
A study of new-hires in public accounting by Hardin, Redding and Stocks (2002) examined, in part, the hiring process of human resources (HR) departments of varying sized public accounting firms. In general, HR personnel tended to offer male accounting graduates higher starting salaries than female accounting graduates. Curiously, women working in the HR department of the firms studied tended to offer higher starting salaries to maleas opposed to female--accounting graduates. The same did not hold true for job offers made by male employees working in the HR department.
A unique source of salary information for both enterprise and public accountants is the salary survey of the membership of the Institute of Management Accountants (IMA) by Schroeder and Reichardt (2003) and Reichardt and Schroeder (2004) . Begun in 1989, this study reports univariate data and information on an annual basis with year-toyear analysis. The authors report salary data given such parameters as age, gender, education, hierarchical position, firm size, region of country, and professional certification configured in various ways for comparison purposes. Pay differentials between men and women have been noted by these researchers for a number of years.
Separate estimation equations (regression) for each gender were provided for the first time in 2003. The total salary variability explained by the two equations is 23 percent for women and 22 percent for men. The 2004 regression formulas explain 23 percent of salary variability for men and 20 percent for women.
Non-Public Accountants
Cao and Buchanan (1987) were the first researchers to develop objective, statistically significant evidence concerning gender salary differences among non-public accountants. They analyzed a broad sample of National Association of Accountants (NAA) membership (now the IMA) encompassing all organizational hierarchical levels. Using education (highest degree earned), number of professional certifications, years of work experience, hierarchical position, and gender as independent variables, they were able to explain 42.88 percent of salary variability. All of the above independent variables were statistically significant at a .001 level.
Hunton, Neidermeyer, and Wier (et al. 1996) surveyed accounting employees in three manufacturing industries representing 145 companies. The findings of this study suggest that, over time, males are more motivated by their work than are females. Of the five hierarchical positions studied (clerical support, clerical accountant, supervisor, accounting manager, assistant controller and above), at all levels, compensation for female employees lagged that of male employees. The salary differential for each hierarchical position ranged between 5.8% and 19.4%. The smallest gender-based salary differential existed at the lowest hierarchical level, clerical support. , 1996) . Larger organizations tend to pay their employees greater salaries. The number of accountants at a work location is therefore used as a surrogate variable for organizational size. Accountants holding managerial status are generally "salary-exempt" employees. This means that regardless of the number of hours worked per pay period, they receive a set amount of pay. Accountants not holding managerial status may or may not be salary-exempt. Consequently, hours worked may impact the amount of pay received by non-managerial status accountants.
RESEARCH VARIABLES
Information technology (IT) has had a major impact on the accounting profession. In addition, IT is constantly changing. To maintain currency, accountants must regularly update their IT skills and knowledge. Thus based on HCT, it is proposed that hours of IT training over the past two years will be a productivity-enhancing factor for non-managerial status accountants. The acquisition of multiple certifications has been shown to increase salary regardless of management status (Schroeder and Reichardt et al., 2003; Peterson and Reider, 1998; Cato and Buchanan et al., 1987) . This is in line with HCT and thus accountants with more certifications should earn higher salaries. Logic dictates that employees in managerial positions will earn higher salaries than those employees that are not in managerial positions.
The above variables should not be considered an exhaustive list. Other variables such as age can be included. However, age is highly correlated with the number of years in the profession. Since the vast majority of accountants have earned at least an undergraduate academic degree, it would be expected that the variable number of years in the profession to be age minus 22.
Based on the above discussion, the following explanatory variables are used in this research. Variable coding and the expected impact on the dependent variable salary are as follows:
1.
Gender -respondents indicated either male or female. Males were coded as a 1 and females were coded as a 2.
2.
Education level -respondents were given 4 options: high school diploma, undergraduate degree, graduate degree, and other. These were coded as 1, 2, 3, and 4 respectively.
3.
Years in position -respondents were asked to indicate the actual number of years in their present position.
4.
Years in profession -respondents were asked to indicate the actual number of years in the accounting or financial profession.
5.
Number of accountants in work location -respondents were asked to indicate how many accountants are at their work location. Due to wide range of values for this variable, the natural logarithm of this value is used in our analysis.
6.
Number of hours worked per week -respondents were asked to indicate the average number of hours that they worked per week.
7.
Number of hours IT training -respondents were asked to indicate the number of hours of IT training in the last 2 year.
8.
Certifications -respondents were asked to indicate whether or not they possessed the CPA and/or CMA professional certifications. These are considered to be the leading certifications in accountancy. This variable was coded as a 0, 1, or 2. Zero indicates that the respondent did not have a CPA or CMA certification. A 1 indicates that the respondent had 1 of the two certifications and 2 indicates that the respondent had both certifications.
9.
Management status -respondents were asked to indicate what their position is in their organization. Eight options, coded 1-8, were given starting with junior staff and ending with chief financial officer or other.
10.
Salary -respondents were asked to identify one of 13 salary ranges. Each salary range represents a $10,000 increase over the previous range with the first range being under $26K and the 13 th range being $136K or more. It was decided to use ranges instead of actual values in order to increase the number of responses to the question. It was felt that asking for actual salary would be too personal for many respondents and that some might not answer the question if we asked for actual values. It is expected that variables 1-9 will have a positive impact on salary. In the case of gender, it is expected that males, on average, will earn more than females. Also, it is expected that managers, on average, will earn more than non-managers. For example, for the case of Gender, it is predicted that the coefficient for Gender, C 1 , will be negative. This is due to the coding of Gender (which is 1 for males and 2 for females). This hypothesis is that females will earn less than males. If this is correct, the coefficient for Gender will be a negative number and significantly different from zero. The null hypothesis states that C 1 is equal to zero (0). The alternative hypothesis is that C 1 is not equal to zero (0).
Variable
All the rest of the coefficients are expected to be positive. For example, for Education Level, it is predicted that higher education levels will result in higher salaries. Thus, it is predicted that C 2 , the coefficient for Education Level will be positive. The null hypothesis is that C 2 is equal to zero (0) and the alternative hypothesis is that C 2 is not equal to zero (0).
H2:
SAL = [C 1 Gen + C 2 EDUC + C 3 POS + C 4 PROF + C 5 ACC + C 6 CER + K].
Ceteris paribus, the significant explanatory variables of salary for those enterprise accountants who hold managerial status are: a. Gender, b. Education level, c. Number of years in position, d. Number of years in profession, e. Natural logarithm of the number of accountants at work location, and f. Number of certifications held.
Independent Variable
Null Hypothesis Alternative Hypothesis H2a: Gender 
METHODOLOGY
In order to conduct this research, a survey of enterprise accountants was taken. The respondents are members of a large chapter of the Institute of Management Accountants (IMA) in the Southeastern part of the United States. The IMA is a professional organization dedicated to enterprise accountants and financial managers and is a good source of potential respondents. However, IMA membership is not restricted to just enterprise accountants but is open to all accountants. There were a total of 216 responses out of 940 surveys mailed for a response rate of 23 percent. Of the 216 responses, a total of 106 respondents were identified as enterprise accountants. The remaining 110 respondents are either public or academic accountants or otherwise not enterprise accountants. Of the 106 enterprise accountants, there were 97 responses that answered all of the questions related to Hypothesis 1. A total of 49 respondents answered all questions related to Hypothesis 2 and 56 answered all questions related to Hypothesis 3. The total number of respondents for Hypotheses 2 and 3 is 49+56=105 which is greater than the 97 for Hypothesis 1. The difference (8) is due to some respondents not answering all questions.
ANALYSIS AND RESULTS
ANOVA is used to test each of the stated hypotheses. Model fit is determined based on the coefficient of determination (R Square) and model significance is determined using the F statistic. Individual explanatory variables are determined to be significant based on t tests of their coefficients. In all cases, a value of .05 is used to define significance. In addition, the direction (sign) and magnitude of coefficients are used to determine the impact of the variable on salary. Tables 2 and 3 provide basic descriptive statistics for all respondents. Table 2 provides the mean and standard deviation for 8 variables. Table 3 reports frequencies for 5 variables. All of the variables in Table 2 except for the last two (Number of years since last degree and Age) are in one or more of the models developed in this paper. In Table 3 , all of the variables with the exception of Married are used in the one or more of the models. These values are comparable to values in found in Riechardt and Schroeder (2004) . 
Hypotheses Testing
This section details the results of the hypotheses testing. Tables 4 and 5 provide the model results for Hypothesis 1. The model is significant and explains 35.6% (adjusted R-square 29%) of the variance. Three independent variables (out of 9) are significant at the .05 level: Gender, Years in Profession, and Number of Hours IT Training. This provides partial support for H1. Tables 8 and 9 provide the results of the model analysis. The model is significant at the .05 level and explains 48.8% (.415 adjusted R-Square) of the variance. There are 2 significant IV's: gender and hours worked. This provides partial support for H3. Table 10 shows all of the significant indicators --and their direction--for each of the three hypotheses. Each of the hypotheses was partially supported. Hypothesis 1 grouped together all respondents. There are 9 independent variables and the dependent variable is salary. The analysis indicates a good fit of the data to the model with a R Square of 35.6%. The model is significant at the .05 level. Only 3 of the 9 independent variables have coefficients that are significant at the .05 level.
H1:
One of the significant variables is "gender". Its coefficient indicates that women earn almost $12,500 per year less than men. This result is consistent with other results (Reichardt and Schroeder, 2004 ) that women earn significantly less than men.
"Years in profession" is also significant. This variable indicates that the more-experienced accountants are earning more than the less-experienced accountants. "IT training" is also significant. This indicates that those accountants who have had more IT training tend to have higher salaries. These results match predications of HCT.
However, the variable "education level" is not significant. The vast majority of accountants have at least an undergraduate degree. Given this fact, it is possible that there may not be enough variance for this variable to be significant. Also, the number of hours worked is not significant. This may result from the mixing of managers and non-managers in H1. Hypothesis 2 states that six independent variables should be indicators of salary for enterprise accounting managers. Two of the six independent variables have significant coefficients: "years in profession" and "number of accountants at the work location". This provides partial support for H2. Our analysis indicates an acceptable model fit with the data with a R Square of 27.7%. Our model is significant at the .05 level. Interestingly, "gender" is not significant. This suggests that, once women enterprise accountants become managers, they do not experience salary discrimination based upon gender.
Hypothesis 3 states that there are seven independent variables that should be indicators of salary for nonmanager enterprise accountants. Two of the seven independent variables have significant coefficients: "gender" and "hours worked". This provides partial support for H3. The analysis indicates a very good model fit with the data with a R Square of 48.8%. The model is significant at the .05 level. The gender coefficient indicates that women are earning approximately $24,000 less then men. Interestingly, "number of certifications" is not significant. This may result from the high percentage of respondents being certified or that organizations don't reward employees for earning certifications. Finally, "professional experience" is not significant for non-managers. Perhaps non-manager accountants reach a salary ceiling. This effect, combined with rising salaries for new hires, may account for professional experience not being significant for non-managers.
CONCLUSION AND FUTURE RESEARCH
Our analysis indicates that the predictors of salary for enterprise accountants are different for managers versus non-managers. This infers that future research should use separate indicators and analysis for each groups. There does not appear to be a gender effect for managers at all. That is, it does not appear that women enterprise accounting managers face salary discrimination. This seems to support findings by Hunton, Neidermeyer and Wier (1996) . However, women enterprise accountants who are not managers do face significant salary discrimination. Their average salaries are approximately $24K below that of male non-manager enterprise accountants. This salary difference is consistent with other research findings (Schroeder and Reichardt, 2003) reporting an average salary difference in the amount of $20K.
